
  
 

PUBLIC EMPLOYEE RETIREMENT SYSTEM OF IDAHO 
607 North 8th Street 
BOISE, IDAHO  83702 

MINUTES  
OF 

MEETING OF RETIREMENT BOARD 
 

The Board of the Public Employee Retirement System of Idaho met at the 
PERSI Administration Building, 607 North Eighth Street in Boise, Idaho at 
8:30a.m September 30, 2003. The following members were present: 
  Jody B. Olson   
  Susan K. Simmons   
  J. Kirk Sullivan 
  Pamela I. Ahrens 
   
Trustee Johnson was absent and excused. The electronic projection of 
materials and documents discussed in the meeting was handled by Betsy 
Griffith. Executive Director Alan H. Winkle, Deputy Attorney General Brian 
Kane,  Financial Officer James Monroe, Chief Investment Officer Robert 
Maynard, and Management Assistant Joanne C. Ax were also in attendance. 
Other persons attending portions of the meeting were:  
   
 Rod MacKinnon   Mountain Pacific Investment Advisors 

Bill Palumbo   Mountain Pacific Investment Advisors 
 Drew Black    DB Fitzpatrick & Co. 
 Casey Maslonka   DB Fitzpatrick & Co. 
 Brian McGrath   DB Fitzpatrick & Co 
 Charlie Brown   REAI  
 Doug Bates    Clearwater Advisors 
 Mike Boren    Clearwater Advisors 
 Chris Growney   Clearwater Advisors 
 Matt Freeman   LBO 
 Matt Haertzen   EFIB 
 Robert Schmidt   Milliman USA 
 Karen Steffen   Milliman USA 
 Geoff Bridges   Milliman USA 
 Dona Van Trease   IPEA  
 Jane Buser    BSU 
 Ray Smith    Maximus 
 Richelle Sugiyama  PERSI 
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 John R. Doner   PERSI 
 
EXECUTIVE SESSION: 
Chairman Olson noted for the record that Idaho Code Section 67-2345(1)(b) 
 permits the Board to hold an executive session to discuss matters exempt 
from disclosure (i.e. matters concerning personnel issues). Due to the fact 
that matters of this type were before the Board, an executive session began 
at 8:31 a.m.   
 
At 9 a.m. the Board reconvened in regular session.  Chairman Olson said 
that during the executive session, the Board had reviewed the performance 
of CIO Robert Maynard.  The Board is very pleased with the investment 
team.  They appreciate the fact that losing less in down markets is even 
more difficult than making more in positive markets.  While the Board would 
like to reward the team to the maximum, the environment elsewhere in the 
state is a mitigating factor.  By motion duly made by Trustee Simmons, 
seconded by Trustee Sullivan and unanimously approved, the Board awarded 
a merit increase of 5% and a 15% of current salary bonus to Mr. Maynard.  
The bonus is 50% of the performance bonus opportunity agreed upon in 
1999.    
 
OLD BUSINESS  
 Approval of the Minutes:  By motion duly made by Trustee Ahrens and 
seconded by Trustee Simmons, the Board unanimously approved the 
minutes of the August 26, 2003, regular meeting of the Retirement Board as 
submitted.   
 
PORTFOLIO 
 Monthly Portfolio Update:  Mr. Maynard said the transition of MFS 
investment holdings into index funds was smooth.  We avoided a lot of 
expenses, making the transition at less than market rates. The Scudder 
portfolio has not been transitioned but is being monitored by the Mellon 
transition team.  It has done well this month and we look at it daily for 
unexplained movement or changes within the portfolio.   
 
The Private Equity Sub Committee is meeting at 12:30 to review new 
opportunities.  Board members are invited to attend.  There is an issue 
nationwide regarding public disclosure on Private Equity funds. A number of 
Public Information requests to public funds is causing concern to general 
partners.  Details of the funds or the Hamilton Lane commentary could put 
these companies at a competitive disadvantage.  Because of this nationwide 
concern, some investment opportunities are being lost to public funds.  
However, PERSI is now having our Private Equity information provided in 
two separate reports.  One contains public information including general 
partnership information.  The other includes  detailed review on underlying 
holdings and is considered confidential and not disclosable under the Public 
Information Act.   We had initially asked Mario Giannini to present the 
overall report to the Board today.  However, a more current report will be 
ready in just a few weeks.  Today, Mr. Giannini will provide a general 
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overview of trends.  He will return in a couple of months with more detail 
which may require discussion in executive session. 
  
Mr. Maynard discussed his investment report dated September 28, 2003 
which was an update from a September 21 version previously provided to 
the Board. In the report and in his discussion, Mr. Maynard noted the 
following:  
 
In the past two quarters the PERSI fund has had  excellent relative and 
absolute performance, and has continued this pace, rising 4.3% since the 
last Board meeting, up 6.3% for the fiscal year-to-date, and up over 22% 
for the trailing year. The equity markets apparently accurately foresaw a 
substantial improvement in both general economic conditions and corporate 
earnings. Recently, however, that rise has appeared to stall and now awaits 
further news.  
 
All managers are either within their expected characteristics or have 
reasonable explanations for slight deviations. All managers are also 
performing within expectations given the markets.  
 
The emerging markets and international portfolios have the best absolute 
performance, while TIPS have the worst. Zesiger, Brandes,and TCW have 
the best relative performance for the fiscal year-to-date, while private equity 
and Mountain Pacific have the worst.  
 
Month-to-date returns were reported as 0.9% with a total fund value of 
$6,834,300,548. This is an increase in market value for the fiscal year of 
$287,130,494.  Fiscal year-to-date returns are 4.1%.   
 
The Clearwater cash enhancement portfolio continues to outperform relative 
to what we would have earned through the Mellon STIF fund.  We have 
gained about one-half million dollars so far since implementation of this 
program.   Mr. Maynard discussed the performance of the TIPS program, 
individual manager performance and rebalancing.   
 Two new Defined Contribution (Choice Plan) reports have been added 
to the monthly report previously provided to the Board, and will continue to 
be provided on a monthly basis going forward.  .  Mr. Maynard reviewed the 
performance of those funds.   
 
 Private Equity Review:  Mario Giannini from Hamilton Lane discussed 
the March 31, 2003 Alternative Investment Review report that had 
previously been provided to the Board.  His discussion included what 
institutions are doing with their private equity investments, an update on the 
Corporate Finance Markets in the US and Europe and the Venture Capital 
Market.  He also discussed the Distressed Markets saying the amount of 
distressed debt for sale has decreased, yet the demand is strong resulting in 
high valuations.  
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Manager Comments:  The Chairman invited managers who were 
present to comment on the markets and the economy.   Mr. McGrath 
discussed the economic recovery saying it is worrisome that with an 
unprecedented period when monetary tools have been applied to stimulate 
the economy, it is taking so long for a positive response.  Clearwater 
Advisors believes interest rates will remain low and they are not positioning 
for a big increase in those rates.  Bill Palumbo looks for positive but slow 
economic growth.   Rod MacKinnon discussed the political issues, saying if 
we make progress toward Middle East stability we could see people put their 
money to work in February, March or April of 2004.  
 
 GFOA Award:  Chairman Olson thanked Financial Officer James Monroe 
and Senior Accountant Rhonda Yadon for their work in our fiscal department. 
The Government Finance Officer Association has once again awarded the 
Certificate of Achievement for Excellence in Financial Reporting to PERSI.   
This denotes the highest standard in government accounting and financial 
reporting.   
 
 Update and Expense Reports:  Financial Officer James Monroe had 
previously provided a memorandum dated September 23, 2003 to the 
Trustees which summarized current fiscal items of interest. The annual audit 
of PERSI’s financial statements by Deloitte & Touché is continuing.  Their 
report is scheduled for the October Board meeting.  Fee discussions for 
custody services covering three years beginning December 1, 2003 are 
underway with Mellon Bank.  These fees are renegotiated every three years; 
the basic contract terms should remain the same.  Mr. Monroe reviewed the 
Administrative Budget and Portfolio budget reports.  In response to a 
question from the Chair, he said the cost of our Deputy Attorney General is 
split with 75% in the Administrative budget and 25% in Portfolio.    
 
EXECUTIVE DIRECTOR  
 Business Process Review Overview:  Consultant Ray Smith from 
Maximus had previously provided the Business Process Reengineering Phase 
I Feasibility Assessment and Solution Vision report to the Board.  He 
reviewed highlights of the report.  Trustee Ahrens asked who currently 
surpasses PERSI in service to their members ; Mr. Smith said Fidelity and 
CitiGroup are two examples who provide on-line information that is updated 
daily.  Participants can access accurate portfolio information and make 
changes and projections on line.  The private sector provides more advanced 
technology than the public side which doesn’t give an “apples to apples” 
service comparison for participants. 
 
Currently there is no performance monitoring in place for the administration 
activities at PERSI.  Trustee Simmons asked how we could measure the 
success of the BPR project if it goes forward.  Mr. Smith said time 
measurements would be taken for the way a process is currently handled 
and then re-measured when a new process is implemented.  A cost 
avoidance measure, such as a saving of two hours of staff time, would be 
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reported.  That staff time would then be applied to the increased workload 
expected as the Baby Boomers reach retirement age.  
 
Trustee Simmons asked if preliminary estimates for payback time have been 
made.  Mr. Smith said for the feasibility study, his team interviewed PERSI 
staff and the time they currently spend with a process such as a disability 
application, member retirement and microfilming documents.  He believes 
savings of between 20% & 30% in staff time could be realized through 
imaging and process re-engineering, an average savings of 23% across 
those departments.  Elimination of handoffs from department to department 
is included in the estimate. 
 
Trustee Ahrens asked what our employers would have to do to comply with a 
re-engineered system.  Mr. Winkle said the current electronic reporting 
process would continue to be used, so most compliance costs by employers 
have been met.  He would expect the project to provide instant edits to 
employer staff so they could accurately enter and submit their data.  
Currently, fiscal technicians work one-on-one with payroll clerks to balance 
transmittals.  The BPR should make it easier for employers to submit and 
edit data and provide staff time savings to PERSI as well.  The cost of the 
project includes hiring more contractors to compress from four years into 
two years the Galena enhancement and fixes to the system that currently 
need to be done.  
 
Chairman Olson asked Financial Officer James Monroe to discuss the budget 
request on the agenda regarding the BPR.  Mr. Monroe reviewed the details 
of the FY05 Decision Unit that provides for the BPR and Electronic Document 
Imaging & Workflow Purchase and Implementation.  Mr. Smith then 
concluded his formal presentation to the Board.   
 
In response to a question from Trustee Simmons, Mr. Winkle said the 
imaging process needs to be integrated into the work processes to get  full 
advantage of the productivity offered by imaging.   Trustee Ahrens asked 
what portions of the project could be done without any expenditures other 
than staff time.  Mr. Winkle said several portions of the Business Process Re-
engineering could be done by in-house staff if we had staff resources and 
expertise.  In the current plan,  staff will need to handle their current 
workloads and also be involved writing manuals and working with the 
consultants as new processes are designed.   
 
Trustee Simmons asked how we expect to ensure that the BPR project is 
successful and accomplishes everything we expect.  Mr. Smith replied that 
planning is key. You guard against failure with a carefully planned initiative 
with performance checks all along the way to ensure that targets are 
reached.  There should be no more than three months between reports to 
the Board. Trustee Simmons said the Board is skeptical because they 
thought the Watson Wyatt project had all the pieces in place, but it did not 
go smoothly.  Trustee Ahrens asked about the Strategic Planning portion.  
Mr. Smith replied that it could probably be done in 30 days, but the plan is 
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to spread it out over three months, working about a week at a time.  Ms. 
Ahrens asked about the projected $600,000 savings per year.  Mr. Smith 
clarified that the amount is an estimate of 23% staff time savings when the 
re-engineering is completed, allowing employees to handle much of the 
expected increased workloads of the coming years.  Ms. Ahrens also asked 
about the impact on the current staff as the project is in progress.  At first 
the staff will build time into their normal work stream to work with the 
consultants to identify and implement changes. Technology gains will speed 
up processes resulting in a positive impact on employees.  
 
Deputy Director John Doner told the Board that the staff will be trained in 
the analysis of business process so we can change from a departmental 
focus to a process focus. Trustee Sullivan said he remains skeptical, but is 
also concerned about staying on top of the project and realizing the end 
product without tremendous extensions in work and dollars involved.  He 
asked staff to truly measure processes as we proceed and provide reports to 
the Board so the Trustees are satisfied that the project is on course and not 
out of hand.  
 
Trustee Simmons moved that the staff submit the FY 05 Budget and include 
the BPR Decision Unit.  Trustee Sullivan seconded the motion. Before the 
vote there was discussion as to whether the project could be approved in 
stages. The Trustees asked DFM Budget Analyst Maria Barrett and Matt 
Freeman from LBO to provide input also.  Trustee Sullivan said the project is 
integrated vertically and horizontally and must be approved as a whole.  He 
called the previous question.  By majority vote, the motion was approved.   
Trustee Ahrens voted against the motion.   
 
 Employee Survey Results:  John Hetherington from Clearwater 
Research discussed the results of the Active Member and Employer surveys 
conducted in the past few months.  The report noted that 81% of all 
members with 25 years or more of service were satisfied with PERSI overall. 
73% of members aged 55 or over were satisfied with PERSI overall.  Mr. 
Hetherington said the transactional surveys for members is being designed 
and a second survey of employers is underway.   Copies of the detailed 
employee survey were made available to the Trustees.  Becky Reeb said the 
information will be available on the PERSI website.   
 
 Preliminary Actuarial Valuation:  Actuaries Karen Steffen, Robert 
Schmidt and Geoffrey Bridges  from Milliman USA discussed tables from the 
report which had previously been provided to the Trustees. The PERSI 
system is 83.8% funded with an amortization period of 19.3 years. They 
continue to work on details of the full report which will be presented at the 
October meeting.  They told the Board that the cost of awarding the full 
discretionary COLA this year would be $34 million which changes the 
amortization period to 20 years and 83.5% funded. . Summarizing the 
report comments, Ms. Steffen said three years of down markets hit PERSI 
hard.  The reserve helped. The measured 3-year increase of contribution 
rates back to the 1997 level and the turning market have positioned the 
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fund well.  Chairman Olson asked about other systems such as Oregon and 
West Virginia.  Ms. Steffen explained the decisions of lowering contributions 
to almost zero and then losing assets has left many systems in critical 
positions.   Mr. Winkle said that compared to other states, PERSI didn’t 
spend excess assets on on-going expenses.  The PERSI Board has always 
held that if benefits are increased, contributions are increased to pay for 
them.    
    
 Choice Plan Investment Policy:  Chairman Olson asked for a minor 
addition to the Asset Allocation page of the submitted policy.  With the 
addition of the sentence: “In a Defined Contribution (DC) plan, the asset 
allocation decision is made by participants, not trustees.”   By motion duly 
made by Trustee Ahrens, seconded by Trustee Simmons and unanimously 
approved, the Board adopted the Choice Plan Investment Policy with this 
addition.   
 
 Legislation:  Deputy Attorney General Goodsell had previously 
provided copies of proposed legislation to the Trustees.  By motion duly 
made by Trustee Sullivan, seconded by Trustee Ahrens and unanimously 
approved, the Board approved the submission of the three bills to the 
legislature for the 2004 session.    
  
 New Employers:  By motion duly made by Trustee Ahrens, seconded 
by Trustee Sullivan and unanimously approved, the Board welcomed three 
fire districts as new PERSI employers:  

Greater Swan Valley FPD 2 effective September 1, 2003 
Hagerman FPD effective October 1, 2003 
St. Maries FPD effective October 1, 2003 

There are no entry costs for these employers to join PERSI.  
    
 Status Update:   Mr. Winkle reviewed the report he had previously 
provided to the Board regarding on-going projects at PERSI.  He said six 
responses have been received in the search for an investment consultant.  
The original schedule to review these proposals is proving too aggressive so 
the sub-committee will take longer to review them than planned.  The 
committee intends to bring the top proposals to the full Board for final 
interviews.  Chairman Olson said we want to do this right, rather than quick. 
 Mr. Winkle will reset the schedule.  Mr. Winkle also reported that the FRF 
COLA which is based on the increase of salaries of working firefighters will be 
2.56%.  
  
Future Board Meetings   
  Trustees Simmons and Ahrens will be absent and excused from 
the October meeting.  Regarding the meetings for 2004, Chairman Olson 
suggested that the December meeting be listed as tentative. Unless urgent 
matters need to come before the Board at that time, no December meeting 
would be held.  The 2004 calendar will be an agenda item for the October 
meeting.   
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Tuesday, October 21, 2003, 8:30 a.m., Boise – PERSI 
Tuesday, November 18, 2003, 8:30 a.m., Boise – PERSI 
Tuesday, December 16, 2003, 8:30 a.m., Boise – PERSI (Tentative) 

 
Adjournment:  There being no further business before the Board, by motion 
duly made by Trustee Ahrens, seconded by Trustee Simmons and 
unanimously approved, the meeting was adjourned at 11:45 a.m. 
 
 
 

 
Jody B. Olson 
Chairman  
 
   

        
 Alan H. Winkle 
 Executive Director 
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